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BILL C-228
will put pensioners and
pension plan members first
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After a lifetime of hard work, 
no retiree should have to 
struggle to make ends meet.
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Canada’s unions want workers and pensioners to come first when 
companies restructure or go bankrupt. To ensure this, we are asking 
senators to quickly pass Bill C-228 (Pension Protection Act).

For decades, pensioners and pension plan members have suffered 
benefit cuts in the Companies’ Creditors Arrangement Act (CCAA) 
and Bankruptcy and Insolvency Act (BIA) proceedings. Corporate 
insolvency is not the pensioners’ fault and retirees are typically least 
able to adjust to benefit cuts. Yet, pensioners and plan members are 
asked to pay the cost anyway.

For decades, senators and opposition MPs have advanced 
private members’ bills trying to protect pensioners in insolvency 
proceedings. All have been defeated. Now in a minority Parliament, 
Bill C-228 is within reach of becoming law.

Bill C-228 was adopted unanimously by the FINA 
Committee (11 votes to 0) and by unanimous vote 
at Third Reading in the House (318 votes to 0).

Organizations supporting Bill C-228
Canadian Labour Congress (CLC)
La Fédération des travailleurs et travailleuses du Québec (FTQ)
United Steelworkers of Canada (USW)
Congress of Union Retirees of Canada (CURC)
Canadian Association of Retired Persons (CARP)
Canadian Federation of Pensioners (CFP)
CanAge
National Pensioners Federation (NPF)
Réseau FADOQ
Canadian Network for the Prevention of Elder Abuse (CNPEA)
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Pensioners are not the culprits when employers 
become insolvent, but they’re frequently made 
the scapegoat

In a November 2022 Special Report on 
Laurentian University, Ontario Auditor 
General Bonnie Lysyk found that poor 
financial management and weak 
governance were responsible for the 
university’s financial decline.

Among other questionable decisions, 
university administrators improperly 
diverted monies from employees’ 
retirement health benefit fund.

Lysyk wrote: “Following the CCAA 
process, current and former employees 
who paid into the retirement benefits 

plan for years, or even decades, may 
not get back their contributions or 
over-contributions, or have access to 
these health benefits.”An estimated  
360 eligible retirees and their 
dependents were left without access to 
these medical benefits and over  
1,750 contributing employees may not 
have access to these medical benefits 
upon retirement.

In CCAA proceedings, the Laurentian 
pension plan was also cut drastically, 
including an end to guaranteed post-
retirement indexation benefits.

Setting the record straight  
on defined-benefit (DB) 
pension plans

Banks and corporations claim that granting super-
priority status to the DB pension deficit will lead to the 
decline of DB plans. 

They are crying crocodile tears. 

Currently, Canada does not grant super-priority status 
to the DB pension deficiency, and in the last decade, 
there has been no prospect of granting super-priority 
status to the unfunded liability. 

Despite this, private-sector plan sponsors in Canada 
have been steadily closing their DB plans, freezing 

enrollment and accruals, as well as winding-up their 
DB pension arrangements. 

While pension coverage generally has been falling in 
the private sector, DB plan coverage has been falling 
even faster, as companies have sought to convert DB 
plans to defined contribution (DC) or target benefit 
arrangements. 

The Canadian economy has added over 2 million 
new private-sector jobs since 2002. Despite this, the 
number of private-sector workers with a DB plan has 
nearly fallen in half over the past twenty years.

There are complex and long-standing reasons why 
companies are abandoning DB plans—none of 
which have to do with super-priority for the pension 
deficiency in insolvency. They involve extraordinarily 

https://www.auditor.on.ca/en/content/specialreports/specialreports/LaurentianUniversity_EN.pdf
https://www.auditor.on.ca/en/content/specialreports/specialreports/LaurentianUniversity_EN.pdf
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low-interest rates (until very recently), volatile and 
uncertain investment returns, growing longevity and a 
tightening of financial accounting rules. 

Unions believe DB plans are an excellent way to 
attract and retain employees, and are determined to 
retain and improve these plans. There are many steps 
the federal government could take to incentivize 
companies to offer DB pension benefits. But giving 
up benefit security for pensioners will not prevent 
companies from continuing to terminate their plans, 
nor is this an acceptable way to incentivize sponsors 
to retain their DB plans. 

Putting pensioners at risk—in the hopes of 
stopping the decline in pension coverage—is 
like throwing your valuables on the lawn so 
thieves will stop breaking into your house. It’s 
ineffective, irrational and just plain wrong.

Won’t super-priority status 
for the unfunded pension 
liability make it more difficult, 
expensive, or impossible for 
some DB plan sponsors to 
access loans?

To date, critics of Bill C-228 have presented little 
concrete evidence that lending will be cut off or 
become suddenly more expensive as a result of the Bill. 

Commercial lenders decide whether to lend and on 
what terms according to a range of different factors, 
including: 

 Â default risk and the financial health of the firm;

 Â the expected rate of return on the loan;

 Â the opportunity cost of lending to a particular 
firm; and 

 Â other factors.

Private-Sector Defined-Benefit Pension Plan Members, Canada, 2000-2021

Source: Statistics Canada CANSIM table 11-10-0106-01
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The ability of pensioners and plan members to 
demand the full value of their pension benefits in 
insolvency is only one factor lenders consider, and 
not necessarily the deciding factor. At the same time, 
investment funds and financial institutions compete 
with one another to extend credit to viable, profitable 
companies. This will not change. 

Commercial creditors like banks and financial 
institutions can take steps to protect their investments 
against the risk of default. They can securitize 
their loans, transferring risk to investors. They can 
expect companies to fully fund their pension benefit 
plans and prudently manage risk. They can require 
increased disclosure about the funded status of their 
pension plans—which isn’t necessarily a bad thing. 

By contrast, pensioners are unable to protect their 
pension benefits against the risk of default, despite 
effectively being ‘involuntary creditors’ of the company.

Won’t Bill C-228 make 
liquidations more likely and 
prevent an insolvent company 
from restructuring and 
emerging from CCAA creditor 
protection as a going concern? 

No. But Bill C-228 will ensure that the costs of 
restructuring are shared more equitably, so that 
pensioners and plan members don’t automatically 
end up with the short end of the stick.

Without super-priority status for the pension plan 
deficit, pensioners and plan members are put in a very 
difficult and unfair situation. In order to avoid a wind-
up of the pension plan—and truly catastrophic cuts to 
pensions and benefits in a liquidation, plan members 
are pressured to ‘voluntarily’ agree to draconian 
cuts to pensions and benefits in CCAA proceedings. 
Typically, workers and plan members are pressured 
early in the proceedings to agree to massive cuts, 
with the threat of even more devastating cuts if they 
resist. 

Since they currently have no protections in the event 
of bankruptcy and liquidation, they are threatened 
with losing everything, unless they agree to deep 
pension and benefit reductions so that the company 
can remain a going concern. 

Opponents of Bill C-228 want to preserve the 
ability of companies to restructure on the backs of 
workers and pensioners. This is wrong and unfair.

Recent high-profile 
insolvencies where 
the employer had an 
underfunded pension plan

Nortel Networks (January 2009)

AbitibiBowater/Resolute Forest Products 
(April 2009)

Cliffs Natural Resources (2011)

Stelco/U.S. Steel (February 2004, 
September 2014)

Wabush Mines (May 2015)

Sears Canada (June 2017)

Laurentian University (February 2021)
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Won’t lenders impose costly 
reporting and disclosure 
obligations on DB plan 
sponsors, in order to ensure 
their loans can be serviced 
and repaid? 

Unions and pensioners believe greater pension 
transparency and disclosure contribute to benefit 
security. DB pension plan administrators already 
produce audited financial statements and detailed 
actuarial valuation reports, which they file with pension 
regulators every one to three years. Companies report 
to regulators, investors and stakeholders on a wide 
range of activities, including tax planning, gender pay 
gaps, sustainability commitments, and increasingly, 
greenhouse gas emissions and carbon exposure. 
Loan agreements already impose covenants that 
require varying degrees of disclosure—strengthening 
disclosure requirements related to the pension plan 
would simply build on existing pension reporting.

Does Bill C-228 intrude into 
provincial jurisdiction?

No. Bill C-228 amends federal laws (the Companies’ 
Creditors Arrangement Act, the Bankruptcy and 

Insolvency Act, and the federal Pension Benefits 
Standards Act, 1985). Insolvency, bankruptcy and 
liquidation are governed by federal statutes; courts 
in Canada have decided that under the Constitution 
Act, federal insolvency laws have paramountcy 
in important respects over provincial legislation 
affecting pensions, including provincial laws giving 
pension plan members priority in the event of a plan 
wind-up. This is precisely the problem—protections 
for pensioners and plan members under provincial 
law can be, and are routinely, overridden in 
insolvency proceedings subject to federal law. Bill 
C-228 will rectify this unfairness. 

Governments can and do 
change the rules—when they 
have the political will 

In 2005 and 2007, the federal government amended 
the CCAA and the BIA to grant limited super-
priority status to deducted but unremitted pension 
contributions. At the same time, the government 
granted limited super-priority to unpaid wages up to a 
certain threshold. With the recent increase in interest 
rates and the dramatic improvement in the funded 
status of many DB pension plans, now is the time to 
strengthen benefit security in insolvency proceedings. 




